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Tue PostMasTeER GENERAL, 
Washington, June 24, 1952 
Hon. Tom Murray, 
Chairman, Committee on Post Office and Civil Service, 
House of Representatives. 

Dear Mr. Cuarrman: The huge deficit in the operation of the 
postal service, mainly due to postwar operating costs, has been fre- 
quently mentioned in the press. ‘There is a general misunderstanding 
on the part of the public as to why there should be such a large defic it 
in view of the fact that there have been some postage-rate increases. 
While the public is always aware of postage-rate increases, it has little 
conception of the substantial increases in the cost of operation. 

[t is believed that it would be helpful to you and the members of 
your committee in the submission of a general report upon the financial 
condition of the postal service together with brief comment on various 
operations of the service. 

I have prepared such a report, and there are transmitted herewith 
30 copies for your use and distribution to the members of your com- 
mittee. 

Sincerely yours, 
J. M. Donatpson. 


mur 








REPORT OF THE POSTMASTER GENERAL TO THE COM- 
MITTEES ON POST OFFICE AND CIVIL SERVICE IN THE 
SENATE AND HOUSE 

JUNE 24, 1952 

Mr. Chairman and members of the committees, the management of 
any business establishment is required to keep the board of directors 
informed not only concerning its operations but especially with refer- 
ence to the financial condition of the business. I feel that it is not 
only my duty but a responsibility to make such report to the members 
of your committees. 

Rate and salary legislation passed by the Congress last year and the 
increase in the transportation of mail by railroads authorized by the 
Interstate Commerce Commission have now been in effect a sufficient 
length of time to permit a reasonably accurate appraisal of the financial 
condition of the postal service. 

The constantly widening gap between postal revenues and expendi- 
tures resulting in annual deficits exceeding one-half billion dollars is a 
matter of grave concern. For the fiscal years 1946 through 1952 the 
cumulative postal deficit will exceed $3 billion. It is especially of 
grave concern at this time when the security of the Nation is threatened 
and the large amount necessary to cover the deficiency in the opera- 
tion of the postal service must be withdrawn from funds in the United 
States Treasury raised from taxation and urgently needed for national 
defense. 

In the coming fiscal year the postal revenues will approximate $2 
billion and the postal deficit will be about $670 million. 


DEFICIT 


The huge losses or deficits reflect the failure of postal rates to keep 
pace with the substantial postwar increases in salaries, transporta- 
tion charges, and other operating costs. Briefly stated, the wide 
discrepancy between the revenues and expe nditures of the Depart- 
ment is due to two major reasons; first, the unprecedented but 
unavoidable increases in the cost of operating the postal service since 
the fiscal year 1945, notwithstanding the measures adopted by the 
Department to effect economy, improvement, and modernization 
procedures, and increased production through greater efficiency; and, 
second, the fact that during the same period postal rates and fees 
for special services have not kept pace with rising costs. In the main 
the costs are fixed by the Congress and agencies operating under 
congressional mandate, such as the Interstate Commerce Commission 
and the Civil Aeronautics Board. The deficit is largely created by 
the establishment of rates to be charged for services rendered at less 
than cost and the fixation of costs as indicated above. 

The following table indicates the actual revenues, expenditures, and 
the deficit for the fiscal years 1946 through 1951. It also shows the 
estimated revenues, expenditures, and deficits for the fiscal years 
1952 and 1953. 


1 








2 REPORT OF THE POSTMASTER GENERAL 








Revenues | Expenditures | Deficit 
eal 

$1, 224, 572, 173. 34 $1, 353, 653, 679. 31 ‘enema $129, 081, 505. 97 
1, 299, 141, 041. 43 1, 504, 798, 756. 42 205, 657, 714. 99 
1, 410, 971, 283.85 | 1, 687, 805,435.50 | 276, 834, 151. 65 
1, 571, 851, 202.12 | 2, 149,322, 128.38 | 577, 470, 926. 26 
1, 677, 486, 967.30 | 2, 222, 949,081.60 | 545, 462, 114. 30 
ice = : ; ; 1, 776, 816, 354. 19 2, 341, 399, 065, 57 564, 582,711.38 
1952 (estimate) _..........-- ‘ i 1, 965, 935, 000.00 | 2, 733, 943, 261.00 | 768, 008, 261. 00 
1953 (estimate)_......._--- ; 7 ‘ 2, 152, 778, 000.00 | 2,822, 100,000.00 | 669, 322, 000. 00 





It will be noted that the deficit greatly increased following the fiscal 
year 1948. Increases in salaries to postal people and in the cost for 
transporting mail by railroads, the latter being retroactive to February 
1947, are largely responsible for the rise in the deficit. The figures 
representing revenues, expenditures, and deficits for the fiscal years 
1946 through 1951, as shown on table No. 1, are on a cash basis. 
Expenditures authorized by legislation on a retroactive basis and 
increased costs for transporting the mail authorized on a retroactive 
basis create aaamanneiia which are not always paid before the close 
of a fiscal yea 

The ‘ilatahee table indicates the estimated deficits for the fiscal 
years 1951, 1952, and 1953 on an obligation basis, prior to the adjudica- 
tion of the Railwa ay Mail Pay case and the leg islative actions taken 
by the Congress last year. It will be noted that the estimated deficit 
for the fiscal year 1951 was increased $191,178,000 by the increased 
pay to railroads authorized by the Interstate Commerce Commission. 
It will also be noted that the estimated deficit for the fiscal year 1952 
was increased by $283,418,000, representing the difference between 
the increased costs resulting from salary and leave legislation and the 
Railway Mail Pay case, and the estimated additional revenue resulting 
from the increased rates which will be in effect only a part of the fiscal 
year 1952. It will further be noted that the estimated deficit for 1953 
will be increased by $194,678,000, the difference between the addi- 
tional revenue to be derived from the new rates authorized last year 
and the increased costs due to the salary and leave legislation and the 
Railway Mail Pay case. In other words, in the fiscal year 1953 the 
increased costs will exceed the increased revenues by $194,678,000. 


Deficit 1951 (estimated) 


Prior to Railway Mail Pay case (I. C. C.)- 
Increased costs: 
Railway mail pay case: 
Prior fiscal years - - - 
Current year-_---- 


..-.--- $489, 466, 570 


corm kapceusboaiiedsin $129, 600, 000 
Ceca tie dae 61, 578, 000 
— 191, 178, 000 








pmereseed Genes s adc. ceeds bh edb ee Les 680, 644, 570 
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Deficit 1952 (estimated) 


Prior to legslative action and Railway Mail Pay case_- $484, 590, 261 
Increased costs: 

Eepieenee ON IOAVGs oc os hee acne $260, 996, 000 

Railway mail pay____----_- a ak ek teers 132, 116, 000 


id te 393, 112, 000 


Increases deficit 
Increased revenues: 
New rates: 
Parcel post 


Foe en po 877, 702, 261 


Shake af chsiclas dh pabacia oer arene $68, 500, 000 


Legislation___- eS te ira ede 41, 194, 000 
—_——_—_——— — 109, 604,000 
Total deficit __ : ceaktetcats wane ; 768, 008, 261 
Increased costs________-_- oo a 393, 112, 000 
Increased revenue ate BC a At er ee od i — 109, 694, 000 


Net increase in costs_-—-_- J aa , 283, 418, 000 


Deficit 1953 (estimated) 


Prior to legislative action and Railway Mail Pay case__- 


.. $474, 644, 000 
Increased costs: 


Salaries and leave increases______________- $285, 919, 000 
New rates (Railway mail pay) ESE, 136, 400, 000 
— 422, 319, 000 
Increases deficit y 896, 963, 000 


Increased revenue: 
New rates: 


ene TNS. (Ss. We. Gad caw oo cars aan a $95, 700, 000 


Legislation ice ovat hthate weld 123, 855, 000 
Administrative action (fees) pte: re bk 8, O86, 000 
: : — 227, 641, 000 
Total deficit sins a 669, 322, 000 


Increased costs_- 


22, 319, 900 
Increased revenue 7 


, 641, 000 
Net increase in costs__- 194, 678, 000 


In his budget message, the President stated: 


I am seriously concerned about the excessive levels to which the postal deficit 
has risen in postwar years. For the fiscal years 1946 through 1952 the cumulative 
postal deficit will exceed $3 billion. This huge loss reflects the failure of postal 
rates to keep pace with the substantial postwar increases in salaries, transportation 
charges, and other operating costs. Postal rates were raised during the first 
session of the present Congress, and most of the new rates will take effect by the 
beginning of the fiscal year 1953. However, these increases—insufficient even in 
relation to the costs existing at the time of their enactment—-were more than offset 
by salary increases which were concurrently enacted. They have since been made 
even more inadequate by railroad rate increases recently authorized by the Inter- 
state Commerce Commission. 


In this budget message the President made specific recommenda- 
tions and stated that the postal deficit as a whole should be reduced 
to a level representing the cost of handling Government mail, other 
services to Federal agencies, and similar items which are properly 
chargeable to general tax revenues. 
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INCREASED COSTS OF OPERATION 


The following table shows the annual rate increases in revenues and 
costs affecting the Post Office Department budget since July 1, 1945, 
and computed as of December 27, 1951. 


Annual rate increases in revenue and cost affecting the Post Office Department budget 
since July 1, 1945 (computed as of Dec. 27, 1951) 


Public 
Item Law | Effective date Amount 

No. 
i a lcd ‘aciaicalaiiina’ a aa 

Annual increases in cost | 
Postal (field) salary bill 134 | July 1, 1945 $178, 747, 000 
Additional grades, effective subsequent years 134 60, 700, 000 
Departmental salary bill 108 July 1, 1945 786, 000 
Postal! (field) salary bill 381} Jan. 1, 1946 190, 631, 000 
Departmental salary bill 390 | July 1, 1946 684, 000 
Rural-eyuipment maintenance 167 | Apr. 1, 1948 4, 100, 000 
Railway mail service, travel allowance 687 | June 19, 1948 2, 700, 000 
Postal (departmental and field) salary bill 900 | July 1, 1948 215, 950, 000 
Rural equipment maintenance 381 | Nov. 1, 1949 | 4, 600, 000 
Postal (field) salary bill H we do 112, 489, 000 
Departmental salary bill 499 | Noy. 1,1949 278, 600 
Night differential on salary inereases, 1945-50- : 15, 171, 000 
Additional overtime on salary increases, 1945-50 10, 900, 000 
Military detail, subsistence j 552 | June 15, 1950 350, 000 


Transfer of Federal buildings to General Services Administra- 
tion, Reorganization Plan No. 18__-- 


July 1, 1950 14, 500, 000 


Financial Control Act of 1950 712 | Nov. 15, 1950 3, 000, 000 
Departmental salary bill | 201 | July 8, 1951 1, 100, 000 
Postal (field) salary bill aa 204 | July 1, 1951 248, 600, 000 
Adiustment of sick and annual leave | 233 | Jan. 6, 1952 | 50, 000, 000 
Increased edst of air-mai! transportation authorized by ‘Civil 

Aeronautics Board, from 1946 through 1953 96, 000, 000 


Increased cost of railway mail pay, Interstate Commerce Com- 
mission Docket 9200, decisions of Dec. 4, 1947, Dec. 4, 1950, 


Novy. 13, 1951, effective Feb. 19, 1947 and Jan. 1, 1951 188, 000, 000 
Increase in prices for estimate for commodities, contracts, and | 
services since 1944 73, 321, 400 
Total_. 1, 443, 638, 000 
Annual increases in revenue 
Increases in postal rates 900 | Jan 1, 1949 162, 397, 000 
Increased parce! post rates, Interstate Commerce Commission 
Docket 30690 Oct 1, 1951 95, 700, 000 
Increase in postal rates 233 Jan 6, 1952 123, 855, 000 
Administrative adjustment of rates and fees July 1, 1952 8, O86, O00 
Total 5 390, 038, 000 
Net per annum increase in cost over per annum increase in 


revenues resulting from actions of Congress, regulatory 
bodies, administrative actions, and inereased cost of sup- 
plies and services as reflected in above tabulation : 1, 053, 600, 000 


1 Annus! decrease in expenses 


lt will be noted that over that period the annual cost increased by 
$1,443 ,638,000 while the annual increase in revenue was $390,038 ,000, 
and the net per annum increase in cost over the corresponding increase 
in revenue was $1,053,600,000. 

The above table showing the annual rate increases in cost as com- 
pared with the annual rate increases in revenue starts with July 1, 
1945, for the reason that prior to that time there had been no change 
in the salary structure of postal people for approximately 20 years 
and neither had there been any increase in the cost of transporting 
mail by the railroads. In other words, prior to the fiscal year 1946, 
any change in the annual cost or the annual revenue was largely due 
to the volume of mail handled in the postal service. 





REPORT OF THE POSTMASTER GENERAL D 


MAIL VOLUME 


Technical improvements in the field of communication, such as 
radio, television, telegraph, and telephone, have been outstanding in 
recent years. Nevertheless, the services of the Post Office Depart- 
ment are being constantly sought and used more and more by the 
American people. 

In 1951 there were 303.12 pieces of mail per capita as compared 
with 219.72 in 1941. This is an increase of 38 percent in the per 
capita use of the mails during the last decade. Postal! revenues pet 
capita were $11.56 in 1951 as compared to $6.11 in 1941, an increase 
of 88 percent in the past 10 years. There is no question but that the 
increased use of the postal service is due in large part to the bargain 
rates at which it is rendered, 

During the fiscal year 1946 a little more than 36 billion pieces of 
mail were handled. This volume increased to 47 billion pieces handled 
in 1951. It is estimated that we will handle approximately 50 billion 
pieces in 1953. This is an increase of almost 40 percent in a 7-year 
period. 

_ The cost- ascertainment figures have not been completed for the 

cal year 1952 and we have not yet extended the estimate into 1953. 
es ver, from 1946 through 1951, a period of 5 years, there was an 
increase in the number of pieces of aia by classes, as follows: 


Percent 
First class ame era 
Air mail ea ae 
Decsid clase: (eebisentiOney is cl SE a eats ett 12 
Third class (advertising matter) : ebsites a gl ee 74 
FOUEERCIOOS SORIA TOG isang gin Geis ine gs othe = keedebetl heb 24 
The increase 1a poundage over the same 5-year period is stated 
below: 
Percent 
First class ; oe ee ee 
Air mail (letters) cade ea sick Altace 0: a ienacmene © cae ehieaaeec ees Sere nik a 58 
Air mail parcel post (2-vear period) Boa roten. 105 
Second class (publications) Va fv atk ie 42 
Third class (advertising matter)_.........._____- Bt rk soe 8 eae 59 
Fourth class (parcel post) ............i....... pil hes syst edhe basa Lap alee 


[t will be noted that while the inereases in the number of pieces and 
poundage of first-class matter were normal and comparatively uniform, 
there was a wide difference in the increases in the number of jieces 
and in the poundage of second-, third-, and fourth-cless mail and that 
the increase in both the number of pieces and in the poundage ef third- 
class matter was unusually large. These three low-revenue-producing 
classes of mail are responsible for two-thirds of the postal deficit. 
Sinee the close of World War II express and freight rates have been 
greatly increased and this has resulted in channeling to the pestal 
service from express, and to some extent from light “freight, a con- 
siderable volume of large parcels although the parcel-post rates were 
increased on January 1, 1949, and again on October 1, 1951. These 
increases have had no appreciable effect upon the volume of parcel- 
post mail and it continues to increase. 

Public Law 199, Eighty-second Congress, approved October 24, 
1951, radically reduced the parcel-post limits of weight and size for 
parcels mailed at a first-class post office for delivery at any post office 
of that class. This provisicn became effective January 1, 1952, and 

21670—52———-2 
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has resulted in some decrease in the number of large outside parcels 
but due to the fact that many concerns formerly mailing large parcels 
are now breaking them down into two or more smaller ones, there has 
been an increase in the number of parcels to be handled. The result 
is that the over-all weight of parcel-post mail is not materially affected 
but shippers are put to the expense of providing and packing more 
cartons and the postal service must bear the cost of handling a greater 
number of parcels for approximately the same revenue as formerly. 

The great increase in the handling of bulk mail (publications and 
parcel post) has taxed our facilities as never before. Bie postal service 
was never geared to handle what is commonly referred to as freight 
and express and due to the fact that there has been very little con- 
struction of buildings for post-office purposes since the beginning of 
World War II, there is a woeful lack of space and terminal facilities 
to distribute, transport, and deliver this great volume of bulk mail. 

Since there is a loss sustained in the handling of this bulk mail 
(publications and parcel post), the increase in poundage and number 
of pieces handled augments the amount of the loss. In other words, 
the greater the volume, the greater the loss. 


IMPROVED OPERATIONS 


Due to the phenomenal growth of the postal service, especially 
during the last 8 years, it has become a complex enterprise serving an 
ever-increasing population. The large inciease in the volume of mail 
necessitated expanded facilities and greater manpower usage. For 
several years we have memtaiced a continuing program of modernizing 
facilities and instituting changes in the operation of the service to meet 
these new problems. We have made considerable progress. While 
volume increased 45 percent, obligations increased 192 percent, and 
paid employment increased only about 36 percent since 1943. The 
productive corren is only 21 percent greater than that used 
1943. The average output of postal employees per man-hour has 
increased by more “oe 10 percent since 1945. However, the maxi- 
mum potential improvements in efficiency cannot in themselves result 
in ary major reduction of the postal deficit. 


NEW ACCOUNTING SYSTEM 


The Post Office Department Financial Control Act of 1950 was 
approved on August 17, 1950, and became effective Noveniber 15, 
1950. While the act authorized the postponement for a period ef 2 
vears of the transfer to the Post Office Department of the postal 
accounting functions of the General Accounting Office, I felt that we 
should assume those responsibilities at the earliest practicable moment 
and, therefore, agreed with the Comptroller General that we take over 
those functions on the first effective date of the act, November 15, 
1950. 

This act specifically gives to the Post Office Department the account- 
ing and inte nal control of accountability for all funds, property, and 
other assets for which the Department is responsible, including appro- 
priate provision for internal audit, assembling of financial information 
needed for management purposes, and for disclosure of the financial 
results of the operations of the Department. 
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We have established 12 regional accounting offices to be located 
in. the Federal Reserve bank cities. These offices operate under the 
Comptroller of the Pest Offiee Department who. keeps the central 
and eontroel records in the Department here in Washington. These 
regional offices started functioning July 1, 1951. The regional offices 
wil consolidate the various reports in their respective areas and 
forward them to the Comptroller of the Post Office Department. 

This new accounting system was devised: in collaboration with the 
Comptroller General of the United States, the Secretary of the 
Treasury, and the Director of the Bureau of the Budget. Such 
system was recommended by the Commission on Organization of the 
Executive Branch of the Government. 


NEW MONEY-ORDER SYSTEM 


A new money-order system was inaugurated on July 1, 1951. One 
part of the plan involved the discontinuance of the postal notes, 
which was accomplished 3 months before the new money-order system 
was inaugurated. This new money-order system is, without doubt, 
the largest single accounting change ever undertaken by the postal 
service. It not only involved a system of control and distribution 
to our 41,000 post offices but also an orderly procedure for payment 
of orders through the banks of the Nation and the Federal Reserve 
System, as well as the fiscal relationship between the Treasury 
Department and the Bureau of Finanee in the Post Office Department. 
The new money order is a punched card designed for electrical tabv- 
lating processing which will expedite the tabulation of paid ordei 
and materially assist in the audit of reports from issuing offices. ii 
is a convenience to the public in that tt may be cashed at any post 
office or bank and eliminates the fee formerly charged for payment 
at an office other than that on which drawn. It discontinued a great 
deal of listing of orders in all post offices and it also eliminated the 
punching and proof listing of 400 million tabulating cards each vear. 
We have estimated that the new system will save approximately 
$6 million in 1953, or the equivalent of 2,065 man-vears of service. 
It resulted in the discontinuance of seven electrical acc ounting offices 
as well as a reduction in the amount of clerical time required in the 
issuing and paying of money orders at post offices. 


MOTOR-VEHICLE SERVICE 


Prior to World War LI the volume of mail handled required a motor- 
vehicle fleet of about 10,000 trucks. These trucks were already old 
and there was need for replacement. Due to wartime restrictions, no 
replacement program could be instituted during the World War. 
Following the lifting of general procurement restrictions which 
attended the war and immediate postwar vears, the Department at 
once commenced a program for the modernization of the automotive 
equipment and of the repair and maintenance facilities of the motor- 
vehicle service. In the meantime, the volume of mail greatly in- 
creased and there was necessity for increasing the fleet from a little less 
than 10,000 to 17,500 trucks, tractors, and trailers. A replacement 
program was put into effect as soon as the procurement restrictions 
were released and it was contemplated that over a 5- or 6-year period 
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all old trucks would be retired and the fleet completely modernized. 
In the purchase of new trucks, it was not possible to retire the old trucks 
as contemplated due to the increased volume of mail and the necessity 
for increasing the motor-vehicle fleet. However, the replacement pro- 
gram is being carried out on schedule. This replacement program 
was initiated in 1947 and in that year an order was consummated for 
1,820 new trucks. In subsequent years to date orders have been 
placed each and every year for a sizable number of new trucks within 
the limit of the appropriations and the facilities of the automotive 
industry to supply them. 

Under this program the new trucks ordered and centracted for by 
years were as follows: 


1947_ ieiidis Sighs os 1, 820] 1951__ : : i i ee 
1948 : 1, 720 | 1952__ _ - : : 5, 925 
1949. 1, 771 nin 
1950_ . PGK the a4 3, 050 Totals 2.usviesz< ait 8% $13 


As of this date 13,958 new trucks have been delivered, leaving a 
remainder of 5,555 which will be delivered in lots as fast as they are 
completed. In addition, 100 tractors and 300 trailers have been 
orderéd. 

The program provides for replacement by the end of the fiscal year 
1952 of all trucks purchased before 1947 and for a sufficient number of 
additional trucks to cover extensions of service and the increased 
volume of mail. The appropriation limitation for the fiscal year 
1952 providing for a fleet of 17,500 trucks, tractors and trailers has 
been increased to a fleet of 18,000 in the fiscal year 1953, exclusive of 
trailers. . 

The replacement of obsolete equipment with modern garage facili- 
ties to expedite the servicing of late model trucks and provide greater 
safety for the employees is being carried out on schedule. 


RESEARCH AND DEVELOPMENT 


This activity is not at all new in the postal service. During the 

“irs that the United States postal service has grown from its very 
cred beginning to a highly technical factor in the daily life of our 
country as well as the most extensive postal system in the world, the 
Post Office Department has studied and adopted such new devices 
and methods as could be utilized efficiently in the handling of the 
mails. 

With the reorganization of the Department under the President’s 
Reorganization Plan No. 3 of 1949, a new Division of Research and 
Development was established. The staff was built up by the acqui- 
sition of the services of qualified technicians so as to draw on specialized 
knowledge of postal problems and on engineering and management 
experience from the fields of business and industry. While, as stated, 
this activity was not new in the postal service, it did permit us to 
embark on a more comprehensive and positive program. 

The present research projects are related to the most pressing imme- 
diate needs as well as to the long-range developments of the postal 
business. The research and development activities were given 
impetus by legislative backing in the appropriation of funds therefor. 
A number of research projec ts have been completed and a number are 
still under way. There is a long list of accomplishments as a result of 
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this new program, some of which have resulted in money savings, 
others in the expediting of the handling of mail, in improved working 
conditions, in increased production, and in the simplification of 
methods. 


TRANSPORTATION 


The Department is constantly studying its mail transportation 
system in order to expedite the movement of the mails. Transporta- 
tion of the mail is undergoing important changes. In prior years 
railroad and water transportation were the principal means of carry- 
ing the mails. In relatively recent years the truck and the airplane 
have entered the field and it is the duty of the Department to use for 
the transportation of the mails such available means as will bring 
about speedier movement and lower cost. Each method is under 
constant study and each will carry the traffic for which it is best 
adapted with respect to service, efficiency, and operating economy. 

The trend of eliminating passenger train service by the railroads 
continues. In the fiscal year 1951 the railroads discontinued 371 
trains upon which postal service was maintained. On 44 routes all 
train service was ended. These service discontinuances were made by 
the railroads to eliminate nonprofitable passenger trains. Since 1925 
the number of mail-carrying passenger trains has been reduced by 65 
percent. This necessitated diverting mails to other means of trans- 
portation by establishing star routes for handling all classes of mail 
and replacing lost railway post office service by the inauguration of 
highway post office service. The Department has no control over the 
establishment or discontinuance of passenger train service nor the 
operating schedules. 


SHORT HAUL TRUCKING 


Because of the discontinuance of passenger mail tr» as and m view 
of the rising cost of mail transportation by railroad, the movement of 
short-haul mail is being shifted from the railroads to motor trucks. 
Motor truck routes are being established under the star route law. 
In addition to the lower transportation and terminal costs effected 
by the use of short-haul trucks, the mails usually are delivered by. the 
trucks directly from one post office to another, and mail truck schedules 
can be fixed by the Department solely in accordance with service needs. 
Where motor truck routes ace established, the cost thereof is less than 
transportation by railroad and the service is improved. 


AIR MAIL 


The domestic air mail service continues to expand and the volume 
of such mail handled has increased, as previously indicated. Addi- 
tional service was provided the past year through the mauguration of 
four new air routes. A total of 789 post t offices in the continental 
United States now have divect air mail service. Domestic air parcel 
post was inaugurated on September 1, 1948, and the volume has 
already increased by more than 100 percent. 

Air mail for foreign routes continues to grow, the largest increase 
being in other than letter mail. During the last year air service was 
inaugurated to 13 additional countries, and air parcel post to four 
additional countries. Approximately 56 percent of the total first-class 
mail dispatched to overseas countries was conveyed by air. 
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RAILWAY MAIL PAY CASE 


The petition of the railroads for increased pay in transporting the 
mail was filed with the Interstate Commerce Commission on February 
19, 1947. In this original petition the railroads requested an increase 
of not less than 45 percent of the rates which were in effect prior to 
that date. They amended that petition on June 24, 1948, seeking an 
additional 20 percent; a second amendment dated March 24, 1949, 
sought an additional 15 percent, and a third amendment dated De- 
cember 30, 1949, sought @ still further increase of 15 percent, or a 
total requested increase of not less than 95 percent over the rates in 
effect prior to February 19, 1947. 

In presenting their evidence, however, the railroads actually pro- 
posed rates which would have resulted in an increase of 168 percent 
for all class I railroads. For the New England railroads, considered 
as a group, the proposed rates would have resulted in an increase of 
218 percent. For class Il and class [II railroads the proposed rates 
under the existing differential would have resulted in increases of ‘87 
to 160 percent, respectively, over those 1 ‘equested for class I railroads. 
On the other hand, the Department’s proposed rates would have 
resulted in an merease of 42 percent for all class I railroads. For the 
New England railroads, considered as a group, the proposed rates 
would have resulted in an increase of 66 percent. The Department 
also requested the elimination of all differential rates between classes 
of railroads. 

On December 4, 1947, the Interstate Commerce Commission, over 
the objection of the Department, granted the railroads a 25-percent 
interim imcrease effective retroactively to February 19, 1947. On 
March 31, 1949, the railroads asked for an additional interim increase 
of 35 percent. The Department again objected and the Commis- 
sioner overruled the railroad’s request. 

During 1950 the Department and the railroads discussed and agreed 
upon a new mail rate structure designed to compensate more accurately 
for service actually performed by railroads in the transportation of 
mail. This included the elimination of the round trip provision and 
provided for a line haul rate and the payment of terminal charges on 
a piece basis. Hearings were held before the Interstate Commerce 
Commission on November 8, 1950, on the proposed rate structure 
and all claims of the railroads for compensation for the period Febru- 
ary 19, 1947, to December 31, 1950, were settled with a lump-sum 
payment of $152,000,000 in addition to the 25 percent interim increase 
authorized on December 4, 1947. The interim increase and the 
settlement for the 4-vear period amounted to $312,000,000 and 
disposed of claims approximating $886,000,000 for increased pay 
during such period. The settlement was on the basis of approximatelv 
a 48-percent increase over the rates in effect prior to February 19, 
1947. This action settled the railway mail pay case up to and including 
December 31, 1950. The final adjudication of the case by the Inter- 
state Commerce Commission was by decision of November 13, 1951, 
and it resulféd in an increase of approximately 91 percent over the 
rates in effect prior to February 19, 1947. Therefore, our settlement 
on the basis of a 48-percent increase from February 19, 1947, to 
December 31, 1950, was a saving of about 43 percent in comparing 
the settlement figure with the final rate authorized by the Interstate 
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Commerce Commission. This 43-percent saving was over the period 
from February 19, 1947, to December 31, 1950. In other words, the 
settlement made for the period from February 19, 1947, to December 
31, 1950, saved the Post Office Department more than $275 million 
in comparison to what would have been paid under the final rates 
fixed by the Interstate Commerce Commission. 


OUR MOST PRESSING PROBLEMS 


The postal service of today is faced with many problems, the most 
paramount, of which are: (1) Volume, (2) space requirements, (3 
transportation, and (4) personnel. 

The matter of inadequate space, the great volume of mail handled, 
and the transportation problems have been previously discussed in 
this report. Mention has also been made of production involving 
the average output of postal employees per man-hour, which has 
increased more than 10 percent since 1945. 

The more serious problem with reference to personnel lies in the 
fact that the Department has been prohibited from making permanent 
appointments since December 1, 1950. The ban against making 
permanent appointments is in the regulations promulgated by the 
Civil Service Commission incident to the passage of the so-called 
Whitten rider. In the interpretation of this rider, the Crvil Service 
Commission has prohibited the making of permanent appomtments 
on and after December 1, 1950. 

It has been the contention of the Post Office Department that 
vacancies in the authorized force on September 1, 1950, could be 
filled by makmg permanent appomtments and any vacancies sub- 
sequently occurrmg in the force, as authorized on September 1, 1950, 
could also be filled by making permanent appointments. In other 
words, the Department’s interpretation of the Whitten rider was that 
there could be no increase in the permanent force as authorized on 
September 1, 1950, and that it was not intended that such vacancies 
as occur in the authorized force could not be filled by regular appoint- 
ments. 

There were vacancies in the regular authorized complement on 
September 1, 1950, which had not been filled on a permanent basis 
and since that time many vacancies have occurred therein through 
retirement, resignation, death, or removal. Therefore, the regular 
quota or authorized force as of September 1, 1950, has not been main- 
tained because regular vacancies could not be filled and as a result 
thereof the Department as of today is employing more than 87,000 
temporary employees. These temporary employees have no security 
so far as tenure of office is concerned and it is natural to presume that 
there would be some lack of initiative, ambition, and application to 
duty in the absence of any knowledge on the part of the temporary 
employee as to how long his services would be used. <A regular 
employee with security would have more incentive, and, therefore, 
there cannot help but be a waste of manpower through the employ- 
ment of so many temporaries. This is brought about partly through 
a constantly changing force. 

This problem has been placed before the Civil Service Commission 
and before members of appropriate committees in the Congress. It 
is hoped that there will be a remedy in the very near future. 
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REPORT OF COMMISSION ON ORGANIZATION OF THE EXECUTIVE BRANCH 
OF THE GOVERNMENT ON THE POST OFFICE 


The report of this Commission was submitted to the Congress on 
February 21, 1949. It contained nine recommendations. One of 
these recommendations was put into effect by the President: more 
than a year before the submission of the Commission’s report. Two 
other recommendations were put into effect through the President’s 
Reorganization Plan No. 3 of 1949. Two of the recommendations 
were put into effect through legislative action. As a matter of fact 
the President and the Postmaster General approved and supported 
eight of the nine recommendations. The recommendations made by 
the Commission and the status of actions taken are as follows: 

Recommendation No. 1.—We recommend that the Postmaster General should 


remain a Cabinet officer appointed by the President and confirmed by the Senate, 


but should not be an official of a political party, such as chairman of a national 
committee. 


The President carried out the purpose of this recommendation in 
December 1947. 

Recommendation No. 2.—We recommend that there should be a Director of 
Posts under the Postmaster General who should be appointed by the President 
without term and confirmed by the Senate. 

This proposal was carried out in the President’s Reorganization 
Plan No. 3 of 1949. 


Recommendation No. 3.—We recommend that the postal service should be de- 
centralized into 15 regions under regional directors of posts and district super- 
intendents. 

The Department opposed this recommendation for the reason that 
the postal service is already decentralized to the greatest extent prac- 
ticable.. The transportation service is decentralized into 15 regions, 
as is also the post-office inspection service. The accounting facilities 
of this Department are decentralized into 12 regions in the cities where 
the Federal Reserve banks are located. To further decentralize in 
accordance with this recommendation would mean a great duplica- 
tion of functions now performed, a duplication of records and corre- 
spondence, and an additional cost for salaries alone of more than $5 
million per annum. There would be no compensating benefits in the 
management of the postal service. 

Recommendation No. 4.—We recommend that there should be appointed by the 
President a national board of seven advisers serving part time and representing 
the different elements of the public. 

This was carried out through the President’s Reorganization Plan 
No. 3 of 1949. 


Recommendation No. 5.—We recommend that the confirmation of postmasters 
by the Senate should be abolished. 


This requires congressional approval and the President has twice 
recommended that such action be taken. 


Recommendation No. 6.—We do recommend that the provisions of that law in 
respect to business management, budgeting, accounting, and audit be applied to 
the post office. 


This has been carried out through legislation enacted by the Con- 
gress in what is known as the Post Office Department Financial Con- 
trol Act of 1950. 
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Recommendation No. 7.—We recommend that the laws, regulations, and other 
stipulations governing the service should be revised not only to bring about these 
structural changes but also to simplify the whole operation. 


This recommendation was approved, but it means a recodification 
of all of the laws applying to the postal service. There is no objection 
to such action on the part of the Congress but it must be remembered 
that a great many laws are enacted during each session of the Congress 
pertaining to the postal service. 

Recommendation No. 8.—We therefore recommend that the Congress should 
authorize and instruct the Postmaster General to make rates charged for register- 
ed mail, insured mail, money orders, postal notes, postal cards, special delivery, 


and collect-on-delivery mail which would make each of these services self-sup- 
porting. 


This has been carried out through legislative action (Public Law 
233, 82d Cong., lst sess., approved October 30, 1951). This legisla- 
tive act authorized the Postmaster General to fix the fees for special- 
service transactions but in a separate part of the act permanent 
rates were fixed for postal cards. 

Recommendation No. 9—We recommend, however, that the amounts of these 
subsidies should be paid to the post office by open appropriation from tax funds 
and not imposed upon the post office or the mail users in this hidden manner. 

This has to do with the separation of the subsidy in the domestic 
and foreign air-mail service. It requires legislation, congressional 
committees have been giving careful consideration to this subject for 
the last 3 or 4 years. A bill to accomplish this passed the Senate last 
year. This and other similar bills presently are being considered by 
a committee in the House. It is likely that there will be legislation 
within a short time providing for the separation of the subsidy, as 
recommended by the Commission. 


POSTAGE RATES 


As previously stated, the large deficit in the operation of the postal 
service is due to the fact that the charges made to the public for the 
services performed have not kept pace with increased costs of operation. 

The only monopoly given to the Post Office Department is in the 
transmission of letters. In the transportation and delivery of other 
classes of mail we are in competition with other transportation and 
communication systems. Because of the bargain rates, we are in 
unfair competition in some categories of the service performed by the 
Postal Establishment. Therefore, the rates of postage should be 
fixed to cover the cost of the service performed, or a definite policy 
should be established by the Congress in all cases where a subsidy is 
involved. 

When the cost of the service is increased through legislative action or 
through steps taken by regulatory bodies mandated by the Congress, 
then the charges to the public for service performed should be fixed 
accordingly or, if not fixed at a rate sufficient to cover the cost of per- 
forming such service, then the policy for g granting a subsidy in that 
partic ular should be clearly enunciated by the Congress. This has 
never been done in the establishment of rates on the various classes of 
mail or fees for special service transactions. The rates as now fixed 
provide for large subsidies in the handling of certain classes of mail. 
In fact, the handling of first-class mail is the only service performed by 
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the Post Office Department at or a little above cost. All other classes 
of mail have been handled at a loss for many years and such readjust- 
ments of rates as have been authorized were long delayed and have 
fallen short of meeting rising costs. It, therefore, follows that as oper- 
ating costs rise and the volume of mail and number of special service 
transactions increase the annual deficits must become greater. The 
public is always aware of any increased rates but it has little or no 
knowledge concerning the increased costs. Because of this lack of 
knowledge, only a comparatively few people understand the cause of 
the annual postal deficits. 
First-class mail 

This class of mail includes letters, sealed parcels, Government postal 
cards and private mailing (post) cards. The average revenue per 
piece on letters and sealed parcels for the fiscal year 1951 was 3.63 
cents. The average revenue per piece including postal and post 
cards during the same period was 3.03 cents. The popular Govern- 
ment postal cards sold for many years at 1 cent each which together 
with the private mailing or post cards, have been handled at an annual 
loss exceeding $70 million. Even at the rate of 2 cents, which became 
effective January 1, 1952, these cards will still fail to pay their cost. by 
some $20 million a year. The cost-ascertainment figures indicated 
above do not carry a projection into the fiscal year 1953 of the greater 
costs brought about by increased salaries authorized last year or higher 
transportation costs. The figures are based upon the rates and con- 
ditions existing in the fiscal year 1951. While there was an excess of 
revenues over expenditures in handling first-class mail in 1951, this 
excess will be greatly reduced in the fiscal year 1953 when we have @ 
full year of the increased costs through legislation enacted last year. 


Second-class mail 


This class of mail comprises newspapers, magazines, and other 
periodical publications which for many years. have enjoyed rates. so 
low as to be almost nominal and constitute in effect a very generous 
subsidy. This subsidy is.responsible for almost one-third. of the deficit. 
There are 25,000 publications entered as second-class matter and the 
mailings thereof at publishers’ low pound rates, or free of postage within 
the county where printed and published, exceed 6% billion pieces 
weighing more than 2,200,000,000 pounds a year. The average 
amount of postage paid on such mailings is less than 2 cents a pound, 
a rate which was in effect as long ago as 1885. While there was a 
moderate revision of the second-class rates by graduated, yearly 
increases over a period of 4 years beginning in 1918, some of the rates 
were later decreased and the rates in effect up to April 1, 1952, had 
not been changed since 1934. Meanwhile the rates of other classes 
of mail have been increased substantially, the last increases. being 
those prescribed by the act of October 30, 1951, effective on different 
dates this vear. Although this act also provides for three increases on 
second-class matter of 10 percent each year over a period of 3 years 
beginning April 1, 1952, the additional revenue resulting from these 
increases will amount to less than $4 million each year, the total for 
the 3 years being slightly more than $11 million. Obviously this will 
not go far toward reduci ing the loss of around $255 million a vear on 
second-class mail. The increase is not only small but highly dis- 
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criminatory because the law exempts from any increase more than 
5,000 publications of nonprofit organizations or associations, as well 
as some publications issued for private profit. The continuation of 
this enormous subsidy at the expense of the general taxpayer is no 
longer justifiable, particularly in view of the fact that more than 
50 percent of the contents of some newspapers and magazines of the 
country consists of advertisements and the publishers’ revenue there- 
from has reached astronomical figures. 

The January 11, 1952, issue of Printers Ink in its preliminary 
estimate of United States advertising in 1951 states that $2,226,000,000 
was expended for newspaper advertising and $562,300,000 for adver- 
tising in magazines. It should be stated, however, in fairness to most 
metrops litan newspapeis, that only a small 
poundage actually passes through the mails. 

It is interesting to note the total investment by advertisers in 13 of 
the leading magazines during the calendar year 1951. 


percentage of their 


1. Life__ $91, 519, 576 
2. Saturday Evening Post - 66, 676, 911 
3. Time 29, 950, 738 
$. Ladies’ Home Journal. 22, 318, 862 
5. Better Homes and Gardens.- - - - - 21, 937, 270 
6. This Week. 20, 604, 862 
7. Look- J 19, 946, 982 
8. Collier’s_ —- 18, 835, 923 
9. Good Housekeeping - 15, 722, 977 
10. Newsweek 12, 597, 516 
11. American Weekly 12, 513, 279 
12. Woman’s Home Companion 12, 410, 419 
13. McCall's 11, 446, 186 


Total 
Third-class mail 


The major portion of third-class mail consists of advertising and 
circular matter and this class of mail is responsible for a large part 
of the annual deficit. Because of the low postage rates which this 
matter enjoys, the volume has steadily increased, the total number of 
pieces handled in 1951 being 10,534, 000,000. More than 60 percent 
of this matter was mailed at the minimum rate of 1 cent per piece 
and the expenditures for all third-class mail exceeded the revenues by 
approximately $130 million. 

The minimum rate on the bulk mailings of this class of mail will be 
increased from 1 to 1% cents on July 1, 1952. The Department 
had recommended that the rate be increased to 2 cents. While 
Public Law 233 provides for the increase from 1 to 1% cents on the 
bulk mailings beginning July 1, 1952, it authorized the continuation 
of the 1-cent minimum rate on third-class‘matter mailed by nonprofit, 
religious, educational, scientific, philanthropic, agricultural, labor, 
and veterans or fraternal organizations or associations. There are 
many thousands of such groups and their local units throughout the 
country which make extensive use of third-class mail to promote their 
activities. Projecting the new rates into the fiscal year 1953 and also 
the additional operating costs incident to salary increases and in- 
creased transportation costs, it is estimated that the loss in handling 
this class of mail in the fiscal year 1953 will be $173 million. 

The loss in handling second- and third-class mail in the fiscal year 
1953 will approximate $428 million. 


396, 481, 501 
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Viewing this in the light of an estimated cash deficit for the fiscal 
vear 1953 of approximately $670 million, from which we should deduct 
$160 million representing the approximate amount of nonpostal items, 
we find that with a bookkeeping deficit of $510 million, the subsidy to 
second- and third-class mail constitutes $428 million of this book- 
keeping deficit. 

Fourth-class mail 


This class of mail includes all matter weighing in excess of 8 ounces, 
excepting newspapers and other periodic ‘als entered as second-class 
matter, that is not embraced in the first class. In the main it consists 
of what we commonly refer to as parcel post. It also includes catalogs, 
books, library books, and publications not entered as second-class 
mail when weighing over 8 ounces. 

By consent of the Interstate Commerce Commission the rates on 
fourth-class mail were increased effective October 1, 1951. At the 
time these rates went into effect thev were sufficient to make this class 
of mail pay its way. However, action taken by the Congress, subse- 
quent to the effective date of the new rates, increased the salaries and 
leave privileges of postal emplovees, which will cost $285,919,000 in 
the fiscal vear 1953. ‘The new rates of pay to railroads ne by 
the Interstate Commerce Commission subsequent to October 1, 1951, 
W ill increase the cost for mail transportation in 1953 by $136, pe 000. 

The additional revenues from higher rates on parcel post as well as 
increased charges authorized by the Congress on other classes of mail 
will total about $227,641,000 in the fiscal year 1953 but the increased 
costs will exceed the additional revenues by $194,678,000 in that veat 

The rates on fourth-class matter are now insufficient to pay for 
handling this class of mail because of these increased costs. The new 
scale has not been in effect a sufficient leagth of time to permit a 
determination as to how much such charges should be increased to 
cover the cost of handling this class of mail. The best estimate 
available on present-day figures indicates that the loss on this class of 
mail in the fiseal year 1953 will be approximately $84 million. 
Special-service transactions 

These services include registered, insured, and c. o. d. mail, money 
orders, special handling, and special delivery. 

Public Law 233 approved October 30, 1951, provided for increased 
fees, effective iansions 1, 1952, for special-service transactions with 
the exception of the fees for the issuance of money orders. In the 
main the new fees prescribed were calculated to make these services pay 
their way. However, these higher fees were offset by the salary and 
railroad-rate increases established after the enactment of Public 
Law 233. 

This law authorizes the Postmaster General to prescribe by regula- 
tions from. time to time the fees which shall be charged by the postal 
service. Sufficient information is not available at the present time 
to determine what the increases should be in the light of the higher 
costs. As the new fees have been in force only since the first of this 
vear, there has been insufficient time to ascertain their effect on the 
volume of transactions or to reach any conclusion through the cost- 
ascertainment process with respect to what further increases in fees 
should be authorized. Our best estimate is that the cost for these 
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services will exceed the revenues by some $71 million in the fiscal 
vear 1953. 


COST-ASCERTAINMENT SYSTEM 


There are those who are opposed to increased postage rates on 
certain classes of mail and in expressing their opposition they charge 
that the cost-ascertainment system does not properly allocate costs. 
There are some who allege that the Post Office Department does not 
know what it costs to handle the various classes of mail. 

In testifying before congressional committees, the business manager 
of one magazine industry stated: 

The allocations of cost were originally conceived as solely for cost distribution 
purposes. The cost ascertainment report gives no recognition to the faet that all 
classes of mail other than first-class mail receive deferred service. There is no 
recognition of the fact that certain costly post-office facilities including rural free 
delivery were established to provide first-class mail delivery to those who reside 
in sparsely populated areas, regardless of cost, and on the theory that every 
citizen was entitled to at least daily delivery of his mail. In the cost ascertain- 
ment report second-class mail is actually charged with a larger proportion of the 
total cost of this expensive service than is first-class mai!. There are examples of 
arbitrary allocation of post office expenses. The 30-percent increase in rates 
recently authorized for second-class mail covers the increased cost. 

The original cost study, out of which grew the cost dscertainment 
system of the postal service, was conducted over a 6-month period in 
1907 and additional statistics were assembled in 1909 and 1911. The 
joint commission of Congress on business methods of the Post Office 
Department and postal service, commonly referred to as the Penrose- 
Overstreet Commission, employed the accounting firms of Dickinson, 
Wilmont & Sterrett and Deloitte, Plender, Griffith & Co., both of 
New York, to undertake jointly the complete investigation of the 
postal system of accounting and business administration. 

By act of Congress approved March 4, 1911, a commission to be 
appointed by the President was authorized to examine the report 
prepared by these accounting firms as a consequence of the joint 
study, and pursuant to this act, President Taft appointed a commis- 
sion consisting of the Honorable Charles Evans Hughes, then Associate 
Justice of the Supreme Court, Prof. A. Lawrence Lowell, of Harvard 
University, and Hon. Harold Wheeler, president of the Chicago 
Chamber of Commerce. This commission rendered a report under 
date of February 2, 1912, in which it approved the findings of the 
Department in making allocations and apportionments of revenues. 
The division of expenditures among the several classes of mail and 
special services was approved with slight modifications by the act of 
April 24, 1920, creating a joint committee of Congress to investigate 
the system of handling, dispatching, transporting, and delivery of mail. 
This commission had in its employ the firm of W. B. Richards & Co., 
industrial engineers of New York. At the request of the commission, 
the engineers of this company gave considerable time to the question 
of cost accounting and in its report of 1924 to Congress they said that 
cost accounting in the postal service is practical when information is 
requested as to the cost of handling mail through ascertainment of the 
facts by close analysis over a brief interval. 

Many studies were made by people within and without the postal 
service between 1907 and 1925. Under the act of February 28, 1925, 
the cost ascertainment system was created and pursuant to the pro- 
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visions of the act cost ascertainment statistics were assembled during 
the fiscal year 1926. They have béen compiled each year since that 
time with the exception of the fiscal year 1943 when the work was 
temporarily discontinued because of wartime conditions. The system 
is a technical method, partly accounting and partly statistical. It 
develops, by means of a sampling procedure, the revenues, expenses, 
volume and average hauls fairly attributable to each of the several 
classes of mail handled by the postal service. In a similar manner 
t develops revenue, expense, and volume data for each of the special 
services. 

Because of the many attacks made upon this system by those who 
oppose increased postage rates, the system has been reviewed on a 
number of occasions by so-called experts. Hon. Frederic A. Tilton, 
former Third Assistant Postmaster General (1929-33) and a former 
certified public accountant connected with the firms of Haskins & 
Sells of Detroit, and Ernst & Ernst, reviewed this system. Mr. Til- 
ton was satisfied that the system produced results as nearly accurate 
as possible without taking data each and every day of the year in each 
and every post office of the country. 

The latest comprehensive study of the procedure was made under 
the direction of Mr. Charles A. Heiss, former comptroller of the 
American Telephone & Telegraph Co., and a recognized authority on 
cost accounting and procedures. This study extended over a period 
of approximately 15 months and was the basis of a lengthy report 
prepared by Mr. Heiss under date of December 29, 1944. He made 
some revisions and also extended the sampling and approved the sys- 
tem as meeting all tests for practical purposes. He found that it 
produced as accurate results and information as could possibly be 
obtained without making a cost study every day in the year at each 
post office in the country. To do the latter would be prohibitive so 
far as costs are concerned and would greatly delay the handling of the 
mails. 

ADVISORY BOARD 


In accordance with the President’s Reorganization Plan No. 3 of 
1949, an Adv.:>ory Board of seven members representative of the 
public was created. There were only two meetings of this Advisory 
Board during the last calendar year because of the inability to get al} 
of the members together at one time. Each member was furnished 
copies of the annual reports of the Post Office Department, information 
concerning the cost ascertainment system, financial statements, the 
postal rate structure, and charts showing the organization of the postal 
system. 

The Board met again in Washington early this year at which time 
they were brought up to date concerning last year’s legislative action 
that affected the postal service and were furnished considerable 
information concerning the financial condition of the postal service. 
In the main they supported the recommendations of the Post Office 
Department with reference to increased postage rates and they com- 
mented favorably on the progress made in spite of all of the problems 
with which this Department is confronted. The members come from 
various fields of business life and have had considerable experience in 
managing large businesses. They have been helpful to the postal 
service. The Board recently submitted a report on two nipor at 
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policy matters, and copies of the report have been submitted to your 
committees. 


CONCLUSIONS 


The problems in operating this gigantic business are not unlike 
those encountered by other postal administrations but they are much 
larger ia scope. As an illustration, it is felt that it would be interesting 


to quote briefly from some of the reports of postal administrations of 
other countries. 


_In the annual report for 1950 of one of the larger postal administra- 
tions, this statement is made: 


The effect of all these draw-backs and deficiencies was a reduction in the quality 
of the services offered and inability to provide the facilities the public wished to 
have. Strenuous efforts on the part of all concerned succeeded in bringing about 
a slow but steady improvement during the period under review, but it would be 
idle to claim that more than a few of the difficulties had been completely overcome. 


In a recent annual report of another postal administration, it is 
stated: 


The reasons for this substantial shrinkage in surplus are very clear and definite. 
Salary adjustments introduced by the government meant an uncontrollable 
increased expenditure. 


In still another report of a foreign postal administration, this 
statement occurs: 


The expenses of operating the service have materially increased, due in great 
part to an upward revision of the salary of postal employees, in common with 
the revision of the salaries of the civil service generally, together with increased 
costs of material and transportation. 


The annual report of another foreign postal administration states: 


In spite of this substantial gain, a deficit must be reported. This is due to the 
fact that uncontrollable increases in cost of operation resulted in expenditures 
from parliamentary appropriations of a sizable sum of money. 


In another report from a foreign postal administration, this state- 
ment occurs: 


Cautious optimism was the keynote of the two past reports and it is regrettable, 
therefore, that it is not vet possible to view the future with greater confidence 
There has been a limited increase in public facilities during the year. It cannot 
be claimed, however, that the general standard of efficiency was raised to any 
appreciable degree. Certainly public complaints, particularly through the medium 
of the press, increased. These criticisms were not always well-founded but un- 
fortunately they secured for the Department notoriety of an unenviable character 
and undoubtedly inspired the motion of a commission inquiry into the working 
of the Department submitted to the budget session of the legislative council 
The motion was overwhelmingly defeated and it is worthy of note that no serious 
criticism has appeared in the press since the motion was debated. 


Statements appearing in the press have attempted to compare the 
postal service in the United States with that of England. It is a well. 
known fact that curtailments were made in the English postal system 
incident to World War II and that certain services eliminated have 
not been restored. I quote verbatim from a statement made by the 
Assistant Postmaster General of the English postal system before the 
House of Commons in March of 1952 in connection with the bill 
to provide the money required for operating Great Britain’s postal 
service: 

Many honorable members wonder whether we shall ever again get back the 
penny post and the prewar midnight collections of letters in London. The 
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answer to both of these is “No.” The penny post is gone with the prewar pur- 
chasing power of the pound. As to midnight collections of letters in London and 
the very late collections in other districts, they were based upon standards of 
working on the part of postal officers which I do not believe either side of the House 
would accept today. * * * Torestore deliveries and collections to the prewar 
seale and still maintain the present-day standards of working would require an 
additional 10,000 men. It is quite clear that the country could not afford that 
today. 

The United States postal system produces 60 percent as much 
revenue as the combined revenue of all other postal administrations 
and the United States postal system handles more pieces of mail than 
all of the other postal administrations of the world. 

The Post Office Department is commonly referred to as a business 
institution. Sometimes it is termed a service agency. The cost of 
the service is largely fixed by acts of Congress or by regulatory bodies 
outside of the postal service. Congress fixes the salaries and the 
hours of employment of the postal people. It also prescribes the 
amount of annual and sick leave. The Interstate Commerce Commis- 
sion and the Civil Aeronauties Board set the rates of pay to railroads 
and airlines. Thousands of buildings are rented or leased to the Post 
Office Department for occupancy by post offices and stations thereof. 
The annual rentals have increased greatly during the past few years. 
The costs for salaries, for the transportation of the mail, and for the 
rentals of post office buildings account for 97 percent of all of the 
expenditures in the operation of the service. In other words, 97 cents 
out of each dollar spent goes to cover the cost of these three items. 

We get back again to the statement that the rates charged to the 
public for the service performed have not kept pace with the increased 
operating costs. Therein lies the deficit in the operation of the postal 
service. 

With a $2 billion business operating with a $670 million deficit the 
Department is, in the eyes of the public, in an ambiguous position— 
neither a social service nor a business. If it is to be operated as a 
business, then some way must be tound to reduce the deficit over a 
period of 2 or 3 years to a level representing the cost of the nonpostal 
services, which amount to approximately $160 million per annum. 
[f it is to be operated as a service agency without regard to the amount 
of the deficit, then the Congress should declare itself on the subsidy 
policy question. In other words, where it is the policy of the Congress 
to recognize a subsidy in the handling of any class of mail or any 
service performed by the Post Office Department, that should be set 
out as clearly as the present noppostal items are set out under the 
act of June 9, 1930. If such action were taken, then it would not 
leave the uninformed public with the notion that the large deficit is 
due to mismanagement or inefficiency in the operation of the service. 

The Postmaster General has authority to adjust the fees on special 
service transactions from time to time and the law indicates that these 
fees should be fixed so as to make these services self-supporting. The 
Postmaster General has authority to petition the Interstate Com- 
merce Commission for a revision of rates on fourth-class matter (parcel 
post) when he finds that the rates are insufficient to cover the cost of 
handling this class of mail. The Postmaster Generdl has authority 
to fix the rates on foreign mail within the preseribed limits of our 
agreements in the International Postal Service. 
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Since the rates on parcel post were revised upwardly effective 
October 1, 1951, and the fees for special services were revised up- 
wardly by Public Law 233 effective January 1, 1952, the Department 
has not had sufficient time to make cost ascertainment studies under 
the new rates or determine the effect that the new rates may have on 
volume. As soon as this study is completed, the Department will 
take action under this authority to increase the fees on special service 
transactions and petition the Interstate Commerce Commission for 
its consent to increase rates on fourth-class matter. In other words, 
the Department will take administrative action to increase the rev- 
enues through these authorities as soon as such complete and accurate 
data can be obtained as are necessary for factual information in any 
hearings under the Administrative Procedure Act. Such hearings are 
necessary before. administrative action can be taken. 

It is felt that the Congress should take a fresh look especially at the 
low rates prevailing on second- and third-class mail, with a view to 
increasing these charges to make this low-revenue-producing mail pay 
more of its proportionate share in the cost of operating the postal 
service. 

As previously stated, the public is thoroughly aware of any increases 
in rates and fees but it is obviously less aware of the increased costs 
added to the postal service. I believe that the taxpayers, once aware 
of this financial condition of the postal service, would readily agree 
that there should be an upward revision of postage rates in order to 
reduce the postal deficit to a reasonable level. 

The Post Office Department is not, as some who complain of it 
believe, an independent organization, capable of setting its own poli- 
cies, instituting its own reforms, and managing itself as it sees fit. It 
must depend upon the Congress for appropriations necessary to pay 
the operating costs and it must depend upon the volume of business 
given to it by the public under rates fixed mainly by the Congress so 
far as the major portion of the revenues are concerned. The deficit 
will continue to grow unless we increase the charge to the public for 
the service performed. That can be done only in an upward revision 
of the rates. If no action is taken in that direction, then the taxpayers, 
whether they be large or small users of the mail, must foot the bill. 
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